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(1) 

THE STATUS OF COAST GUARD CUTTER 
ACQUISITION PROGRAMS 

WEDNESDAY, FEBRUARY 3, 2016 

HOUSE OF REPRESENTATIVES, 
SUBCOMMITTEE ON COAST GUARD AND MARITIME 

TRANSPORTATION, 
COMMITTEE ON TRANSPORTATION AND INFRASTRUCTURE, 

Washington, DC. 
The subcommittee met, pursuant to notice, at 10 a.m., in room 

2167, Rayburn House Office Building, Hon. Duncan Hunter (Chair-
man of the subcommittee) presiding. 

Mr. HUNTER. Good morning. The subcommittee will come to 
order. 

The subcommittee is meeting today to discuss the status of Coast 
Guard cutter acquisition programs. 

The Government Accountability Office issued a report on Janu-
ary 12th entitled ‘‘National Security Cutter: Enhanced Oversight 
Needed to Ensure Problems Discovered During Testing and Oper-
ations Are Addressed.’’ It raises concerns with the timing of testing 
during production, the guidance available to guide production, test-
ing and oversight of corrected actions, and the additional costs to 
address the deficiencies and operational issues. 

An important discussion I would like to have today is how we en-
sure the end assets operate as intended and are what the tax-
payers paid for. What lessons have we learned during the National 
Security Cutter and Fast Response Cutter acquisition programs 
that can be applied to the OPC [Offshore Patrol Cutter] program 
to minimize, if not eliminate, the same issues. 

As I have said before, the Coast Guard is operating tens, and in 
some cases, hundreds of hours short of its operational targets, 
which puts our Nation at risk. Assets are not available for the 
Service to secure our ports, protect our environment, and ensure 
the safety of our waterways. 

We heard in 2014 the lack of available assets resulted in historic 
lows in drug interdiction rates. The lack of assets must have af-
fected other mission areas as well. The fact that the new assets 
may not be performing as intended is a problem that could con-
tinue to impact mission capabilities. 

We have also previously discussed issues with the President’s an-
nual budget requests and the Capital Investment Plans, both of 
which have not supported the infrastructure needs of the Coast 
Guard. According to the Coast Guard’s fiscal year 2016–2020 CIP, 
annual funding for acquisitions will be roughly $1 billion less than 
the GAO [Government Accountability Office] and Coast Guard offi-
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cials have testified is needed on an annual basis to keep the cur-
rent acquisition program on schedule and on budget. 

The Capital Investment Plan is nothing more than a roadmap to 
additional acquisition delays, increased costs for taxpayers, and on-
going mission performance failures. 

The President’s budget requests have followed the poorly de-
signed roadmap provided in the Capital Investment Plan. The fis-
cal year 2016 request cut funding needed to acquire critically need-
ed replacement assets by 17 percent. 

The budget request also failed to guarantee the funding needed 
to begin detailed design for the OPC, and failure to move into de-
tailed design on the OPC by the end of fiscal year 2016 could result 
in significantly higher costs and substantial acquisition delays. 

Moving this, and other, acquisitions further to the right will only 
further degrade Coast Guard mission performance. 

As we move into reviewing the fiscal year 2017 budget, it would 
be a welcome change to see the President’s budget support funding 
for the Coast Guard’s acquisition programs. 

Another component of the recapitalization is the Coast Guard’s 
mission need statement. It is used to inform us and everybody the 
evolution of the Coast Guard’s Capital Investment Plan. Up until 
last month, the Coast Guard was working on a mission need state-
ment from 2004. So it only took them about 11 years to update it. 

On January 8th the Coast Guard released a new mission need 
statement, as required by this committee, the Appropriations Com-
mittee, and our Senate counterparts. 

The Howard Coble Coast Guard and Maritime Transportation 
Act of 2014 required an updated mission need statement to include 
information on current and projected gaps in Coast Guard mission 
capabilities and how major acquisition programs would address 
those gaps. 

However, that is what it was supposed to do. What the Coast 
Guard released on January 8th actually states this: ‘‘This docu-
ment does not seek to identify a material solution to meet future 
mission needs, but rather to identify the enduring, high-level capa-
bilities required for the Coast Guard to execute its broad statutory 
authorities effectively and efficiently.’’ 

So it took the Coast Guard 11 years to do an updated mission 
need statement, and in that mission need statement, they said they 
are not going to do a future mission need statement. 

While having an updated mission need statement is better than 
working off one developed over a decade ago, if it does not provide 
information on what assets are needed to perform certain missions, 
does it properly inform the evolution of the Capital Investment 
Plan and subsequently the President’s budget request for Coast 
Guard assets? 

Those are questions we have today. I look forward to discussing 
all of the issues before us today, including any lessons learned from 
the NSC [National Security Cutter] and the Fast Response Cutter 
acquisition programs so they could be applied to the Offshore Pa-
trol Cutter acquisition program. 

In the end, the American public deserves assets that perform as 
intended and expected. We do not need missions to be continually 
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compromised due to the limitations of old vessels and flaws in new 
ones. 

With that I yield to Ranking Member Garamendi. 
Mr. GARAMENDI. Thank you, Mr. Chairman. 
I am listening carefully to your opening statement, and I am 

thinking, ‘‘What could I add?’’ Maybe welcome and good morning. 
I look forward to your testimony. 

This chairman has laid out a series of issues. My opening state-
ment repeats much of what he has already covered, and actually 
covered much more than my opening statement. 

So I am just going to submit my statement for the record, and 
we will just get into it and go from there. 

One thing that the chairman did not cover was our favorite sub-
ject, icebreakers. Maybe you did. Did you discuss that? 

Mr. HUNTER. No, I did not. 
Mr. GARAMENDI. Come on. 
Mr. HUNTER. This one day, you got me. 
Mr. GARAMENDI. So we want to talk about icebreakers a little bit 

to see where we are with that, but everything else that is in my 
opening statement he has already talked about. I could repeat it, 
but welcome, and I will submit it for the record. 

Mr. HUNTER. One reason this is important this morning is be-
cause your National Security Cutters are almost done. You only 
have a block of what, 40 or 50 ships, FRCs [Fast Response Cutters] 
and OPCs, coming up, and then you are not going to have any ac-
quisition for quite a while. This is it. 

So we kind of get one shot at this to do it right and to do it as 
efficiently and as effectively as possible. So hopefully we hear this 
morning on how we are going to do that. 

And with that, on the first panel for today’s hearing we will start 
with Rear Admiral Joseph Vojvodich, boom, right there, the Coast 
Guard’s Assistant Commandant for Acquisition and Chief Acquisi-
tion Officer. 

Rear Admiral, you are recognized to make your statement. 

TESTIMONY OF REAR ADMIRAL JOSEPH M. VOJVODICH, AS-
SISTANT COMMANDANT FOR ACQUISITION AND CHIEF AC-
QUISITION OFFICER, U.S. COAST GUARD; MICHELE MACKIN, 
DIRECTOR, ACQUISITION AND SOURCING MANAGEMENT, 
U.S. GOVERNMENT ACCOUNTABILITY OFFICE; AND RONALD 
O’ROURKE, SPECIALIST IN NAVAL AFFAIRS, CONGRES-
SIONAL RESEARCH SERVICE 

Admiral VOJVODICH. Chairman Hunter, Ranking Member 
Garamendi, members of the subcommittee, good morning. 

Thank you for the opportunity to speak about the Coast Guard’s 
ongoing activities to recapitalize the surface fleet. On behalf of the 
Commandant and the men and the women of the United States 
Coast Guard, I want to express my appreciation for your oversight 
and continued support of our Service. 

I also want to note the Service’s thanks for including several 
Coast Guard priorities in the recently passed authorization bill. 
These new authorities will allow the Service to improve command 
structure and overall performance. 
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Our internal efforts to achieve continuous improvement are com-
plemented by the valuable oversight performed by this sub-
committee and the organizations represented by my distinguished 
fellow panel members today. 

We continue to have a very effective working relationship with 
the Government Accountability Office, Ms. Mackin, and her team. 
This was evident during GAO’s recent review of the National Secu-
rity Cutter operational test and evaluation activities, which con-
cluded with recommendations that are consistent with our plans to 
achieve OT&E. 

We likewise benefit from the research and knowledge of Mr. 
O’Rourke and the Congressional Research Service. I am honored to 
have the opportunity to jointly testify with these committed profes-
sionals. 

As the chief acquisition officer, I have the distinct pleasure to 
lead a talented team in delivering assets and capabilities needed 
to accomplish the Service’s many missions. The importance of this 
work is reflected by the efforts put forward by this subcommittee 
and your colleagues to fully support the Coast Guard acquisition 
priorities in fiscal year 2016. We are fully prepared to execute 
these funds in an effective and efficient manner. 

I can say this because we have made investment to mature our 
acquisition enterprise. We continue to grow a deep and talented ac-
quisition workforce capable of performing critical program manage-
ment, contract and support functions. We are actively applying les-
sons learned from each program to improve decisionmaking across 
the portfolio. 

From cutter to cutter, program to program, we are approving our 
processes in a quality of delivered assets. In the end we are pro-
viding more capable products to our end users: the men and women 
in the field who are responsible for executing the missions. 

We continue full rate production of the National Security Cutter 
and the Fast Response Cutter, and we are working hard on design-
ing and delivering an affordable and capable Offshore Patrol Cut-
ter. We recently completed preliminary and contract design phase 
of the OPC, and we are on schedule to award a follow-on contract 
for detail design before the end of this fiscal year. 

At the same time, we are acting on the President’s direction to 
accelerate the acquisition of a heavy icebreaker and begin planning 
construction of additional icebreakers. We recently completed the 
operational requirements document and released a draft technical 
package late last month, which outlines key requirements for a 
heavy icebreaker to advance our industry outreach strategy. 

Additionally, we started a preservation and material condition 
assessment of Polar Star, and we anticipate having results later 
this summer. 

The Commandant continues to make fleet recapitalization one of 
the Service’s highest priorities, and we recognize the need to 
achieve affordability in everything that we do. 

Thank you for your support of the Coast Guard’s effort to provide 
our men and women in uniform with the mission capability they 
need in the 21st century. 

I appreciate the opportunity to testify, and I look forward to the 
questions that you may have. 
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Mr. HUNTER. Thanks, Admiral. 
Our next witness is Ms. Michele Mackin, Director of Acquisition 

and Sourcing Management for the U.S. Government Accountability 
Office. 

Ms. Mackin, you are recognized. 
Ms. MACKIN. Thank you, Mr. Chairman. 
Good morning, Ranking Member Garamendi, members of the 

subcommittee. Thank you for having me here this morning to dis-
cuss the Coast Guard’s cutter acquisitions, in particular, issues 
identified in the National Security Cutter’s testing and in ongoing 
operations. 

As was noted, we reported on these issues last month at the re-
quest of the subcommittee. 

I will also share some observations on lessons learned from the 
NSC and from our work on commercial best practices as the Coast 
Guard moves forward with the Offshore Patrol Cutter. 

By all accounts, the NSC is a more capable vessel than the High 
Endurance Cutters it is replacing. For example, it has increased 
range and a larger flight deck. 

The NSC had an important event in the spring of 2014, its initial 
operational test and evaluation conducted by the Navy’s test agent. 
This kind of operational testing is the only way to ensure that an 
asset is ready to meet its missions. 

At the time of the testing, seven of eight NSCs were either deliv-
ered or under contract, and three were operational. The test was 
done on the third NSC, the Stratton. 

The Navy determined that the NSC is operationally effective, 
meaning capable of performing its missions, and operationally suit-
able, meaning it can sustain operations in terms of availability and 
reliability. 

At the same time, however, the Navy identified 10 major defi-
ciencies that could affect the ship’s operations. In addition, 7 of the 
19 key performance parameters were not fully met. Some areas of 
concern pertain to the combat systems suite. Others pertain to the 
sea state requirements for the cutter boats that launch from the 
NSC. 

Of note, the unmanned aerial system, key to the NSC’s planned 
capabilities, could not be tested because the Coast Guard has not 
yet acquired a UAS [unmanned aircraft system]. 

The Coast Guard has plans to address most of the identified 
issues, and the items will be assessed again during follow-on oper-
ational testing, which is expected to start later this year and con-
tinue into 2017 or longer, at which point at least six NSCs will 
have been delivered. 

In addition to the testing issues, the Coast Guard will need to 
replace certain equipment after all NSCs have been built. Exam-
ples include the gantry crane, which was not designed for a mari-
time environment and is experiencing significant corrosion, and the 
single point davit which cannot be operated in high seas as in-
tended. These and other retrofits will cost over $200 million. 

Further, we identified problems that have arisen during the 5 
years the NSCs have been operational. Some of the problems are 
proving difficult to fix. Key areas of concern are high engine tem-
peratures, which limit the speed of the NSC in certain conditions; 
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cracked cylinder heads, which are occurring at a rate higher than 
expected; and overheating generator bearings, which have caused 
at least one patrol to be cut short. 

Until corrective actions are identified and implemented, the 
Coast Guard faces increased costs and the potential for NSC mis-
sions to be limited. 

Finally, regarding lessons learned from the NSC, one element is 
competition. Our work on commercial shipbuilding best practices 
has found that competition can save money. The NSC procurement 
was sole-sourced under the Deepwater program, and the Coast 
Guard is taking steps to inject competition into the OPC acquisi-
tion. 

Another observation is that the Coast Guard plans to conduct 
initial operational test and evaluation when one of the 25 OPCs is 
operational as compared to 3 of the 8 NSCs. 

A third area is warranty provisions. Who pays for the defects and 
retrofits? In the case of the NSC, the Coast Guard generally will 
pay. The planned OPC warranty, which according to the Coast 
Guard will be similar to that of the Fast Response Cutter, would 
have stronger provisions that should be more effective in protecting 
taxpayer dollars. 

And finally, the Coast Guard has opportunities to incorporate 
best practices in terms of ensuring that the OPC design is solidified 
and stable before construction begins, and that quality assurance 
at the shipyard is robust. 

Mr. Chairman, Ranking Member Garamendi, members of the 
subcommittee, this concludes my prepared remarks. 

Thank you. 
Mr. HUNTER. Thank you, Ms. Mackin. 
Our last witness is Mr. Ronald O’Rourke, a specialist in naval af-

fairs for the CRS [Congressional Research Service]. 
Mr. O’Rourke, you are recognized. 
Mr. O’ROURKE. Chairman Hunter, Ranking Member Garamendi, 

distinguished members of the subcommittee, thank you for the op-
portunity to appear before you today to discuss Coast Guard cutter 
acquisition programs. 

Mr. Chairman, with your permission I would like to submit my 
written statement for the record and summarize it here briefly. 

As requested, my testimony focuses on how multiyear procure-
ment and block buy contracting could reduce acquisition costs for 
new Coast Guard cutters. I have seven points I would like to make. 

The first is that multiyear procurement can reduce acquisition 
costs by roughly 10 percent compared to costs under annual con-
tracting, and that block buy contracting can reduce acquisition 
costs by comparable amounts if the authority granted for using 
block buy contracting includes authority for making economic order 
quantity purchases of components. 

The second point is that the Navy has used multiyear procure-
ment and block buy contracting extensively in recent years in its 
shipbuilding and aircraft acquisition programs, and as a result esti-
mates that it has saved billions of dollars in acquisition costs. That 
is billions with a ‘‘B.’’ 

Among other things, using multiyear procurement helped the 
Navy and Congress to convert a 9-ship buy of DDG–51 destroyers 
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into a 10-ship buy and to convert a 9-ship buy of Virginia-class at-
tack submarines into a 10-ship buy. 

The third point is that although the Navy in recent years has 
made extensive use of multiyear procurement and block buy con-
tracting to reduce acquisition costs, the Coast Guard to date has 
not used multiyear procurement or block buy contracting in its cut-
ter acquisition programs. The Coast Guard has used contracts with 
options in cutter acquisition programs. A contract with options may 
look like a form of multiyear contracting, but operates more like a 
series of annual contracts. 

Contracts with options do not achieve the reductions in acquisi-
tion costs that are possible with multiyear procurement and block 
buy contracting. 

The fourth point is that the Offshore Patrol Cutter program and 
the polar icebreaker program can be viewed as candidates for using 
block buy contracting, and the Fast Response Cutter program can 
be viewed as a candidate for using either multiyear procurement 
or block buy contracting. 

The fifth point is that from a congressional perspective tradeoffs 
in making use of multiyear procurement and block buy contracting 
include reduced congressional control over year-to-year spending 
and tying the hands of future Congresses; reduced flexibility for 
making changes in Coast Guard acquisition programs in response 
to unforeseen changes in strategic and budgetary circumstances; a 
potential need to shift funding from later years to earlier years to 
fund economic order quantity purchases of components; the risk of 
having to make penalty payments to shipbuilders if multiyear con-
tracts need to be terminated due to unavailability of funds; and the 
risk that materials and components purchased for ships to be pro-
cured in future years might go to waste if those ships are not even-
tually procured. 

The sixth point is that using block buy contracting might save 
about $1 billion in the Offshore Control Cutter program; that using 
multiyear procurement or block buy contracting might save more 
than $100 million in the Fast Response Cutter program; and that 
using block buy contracting might save upwards of $100 million in 
a two-ship polar icebreaker program. 

The $1 billion in potential savings in the OPC program would be 
about enough to pay for a polar icebreaker, and the combined po-
tential savings across all three programs of about $1.2 billion is 
about equal to the average annual funding level in the Coast 
Guard’s acquisition, construction and improvements account. 

My seventh and final point is that in considering whether to 
grant authority for using multiyear procurement or block buy con-
tracting, Congress may weigh the potential savings of these con-
tracting mechanisms against the tradeoffs I just listed. 

Mr. Chairman, this concludes my remarks. Thank you again for 
the opportunity to testify, and I look forward to the subcommittee’s 
questions. 

Mr. HUNTER. Thanks, Mr. O’Rourke. 
I am not going to ask questions right now, but I would like you 

to explain just one thing really quickly and then we will start ask-
ing questions. 
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Can you just explain in layman’s terms what a block buy does 
and tie it into appropriations and authorizations here in Congress 
and how the money is appropriated if you do a block buy and you 
give money for lead materials through the appropriations process 
here? How does it actually work? 

Mr. O’ROURKE. A block buy contract is similar to a multiyear 
procurement contract. You can consider it to be the less formal 
stepchild or step-sibling of a multiyear procurement contract. Like 
a multiyear procurement contract, it is one contract. It covers sev-
eral years’ worth of procurement, and it gives the manufacturer, in 
this case the shipbuilder, the assurance that that firm needs to 
make investments in its capital plant and in its workforce to opti-
mize the situation for the production of the units covered under the 
period of the contract. That saves money at the shipyard. 

A block buy contract, if it also has written into it authority for 
making economic order quantity purchases of components, that is, 
batch purchases of components upfront, can save money at the 
component manufacturers. 

And when you add those savings together, the savings under a 
block buy contract can be comparable to those of a multiyear pro-
curement contract, on the order of roughly 10 percent, and this has 
occurred in a number of shipbuilding and aircraft acquisition pro-
grams that the Navy and the other DOD services have pursued in 
recent years. 

Mr. HUNTER. How was the money appropriated? So if you do a 
multiyear, so say you are buying ships over 3 years, for example. 
How does the appropriations process work here in the House? 

Mr. O’ROURKE. The appropriations are generally the same. You 
are doing annual appropriations. There is no need to fund the en-
tire thing upfront. So you are funding the ships in this case one 
at a time. 

The one change from annual contracting is that if you are doing 
economic order quantity, or EOQ, purchases of components—— 

Mr. HUNTER. Say that again. 
Mr. O’ROURKE. If you are doing economic order quantity, or 

EOQ, purchases of components and you are ordering those compo-
nents upfront that would be installed across all the ships in the 
group, then you do bring some money from later years into earlier 
years to pay for that. 

Mr. HUNTER. Do you mind pulling that closer to you? I have ar-
tillery ears, and the rest of these guys are just old. 

Mr. O’ROURKE. The one difference is that if you are making EOQ 
purchases of components, batch purchases of components, upfront 
as part of your strategy for achieving savings, then the money to 
pay for that is moved from later years into earlier years. 

So in the first year of block buy contract for a group of cutters, 
you would pay for that first cutter in that year, but you would also 
make a payment for some of the components for the downstream 
ships, and that would be in addition. 

So there is a shifting or re-phasing of a little bit of the money 
to the extent that you want to use your authority for making eco-
nomic order quantity purchases—upfront batch purchases of com-
ponents. 
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But in general, you are still paying for the ships one at a time 
as you would under annual contracting. 

Mr. HUNTER. So could the manufacturer buy all the steel they 
want to as the steel market goes up and down? They can wait and 
time their buys or no? 

Mr. O’ROURKE. It is usually discussed in terms of components, 
but the authority may extend I believe to materials as well. You 
can think about pumps and valves, for example, being the kind of 
thing that the shipbuilder would then order in batch fashion from 
the component manufacturer so that they can make them in an 
economically efficient manner, and then they would be ready for in-
stallation on each of the ships as those ships are then funded and 
produced through the life of the contract. 

Mr. HUNTER. What is the difference between lead time materials 
and having the money appropriated upfront to buy lead materials, 
and what you are talking about, or is there a difference? 

Mr. O’ROURKE. Somewhat similar. Long lead time materials are 
ordered ahead of the ship that it is going on so that they will be 
ready in time for installation on that one ship. 

In this case if you are doing 25 OPCs or as many as 26 Fast Re-
sponse Cutters, you are getting as many as 25 things or maybe 11 
things for the OPC program, 11 sets of pumps and valves, all up-
front, and they would sit there and wait then to be installed on 
each of the first 11 OPCs or the 26 Fast Response Cutters. 

Mr. HUNTER. OK. And thanks. 
We are going to jump right back into this, but I would just like 

to recognize Mr. Garamendi. 
Mr. GARAMENDI. Well, let us not jump out of this for a few mo-

ments. 
So the experience of the National Security Cutter and the Off-

shore Patrol Cutter would indicate that we may be better off look-
ing at a block buy or a multiyear procurement contract for the 
OPCs; is that correct, Mr. O’Rourke? 

Mr. O’ROURKE. What I would say is that the Navy’s experience 
in reducing shipbuilding and aircraft acquisition costs through the 
use of both multiyear procurement contracts and block buy con-
tracting offers an example that can be considered by this com-
mittee and the Congress for application in Coast Guard cutter ac-
quisition. In weighing whether to do this or not, you would balance 
the potential savings of these contracting mechanisms against the 
tradeoffs that I listed earlier in my opening statement. 

Mr. GARAMENDI. Ms. Mackin, do you tend to agree with the the-
ory that Mr. O’Rourke is putting forward? 

Ms. MACKIN. I think block buy multiyear can result in savings, 
but I will just mention Littoral Combat Ship. That was a block buy 
contract. It has not gone well in large part because the require-
ments were not firm, and now the Navy, you know, had 10 ships 
for each shipyard in these block buy contracts, and that was their 
strategy. 

So I think it can result in savings, but the key really is to have 
the requirements nailed down and firm before construction. You 
may build a few ships and then move into a block buy situation 
afterwards, for example. 

So that would be my only caveat there. 
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Mr. O’ROURKE. If I could just add very quickly, the Littoral Com-
bat Ship program has had issues and controversy and difficulties, 
but I view those as being independent of the Navy’s use of block 
buy contracting in that program, and the actual construction of the 
ships that are under the block buy contract under the LCS pro-
gram has gone a lot more smoothly than the construction of the 
earlier ships that were done under annual contracting. 

Mr. GARAMENDI. Why was that? 
Mr. O’ROURKE. In part because the stability provided by working 

out the problems with the initial designs fed into the block buy con-
tracts, and the shipbuilders were in a position where they could 
then produce them on a recurring, regular basis. 

Mr. GARAMENDI. The first ships in any of these three and I sup-
pose the Littoral Combat Ship also, the first ones are kind of like 
we are going to discover all of the errors and mistakes and prob-
lems and hopefully know what they are and get them out of the 
way, and then move into a more production type procedure. 

Is that basically what happens all the time? 
Mr. O’ROURKE. I think as a general matter the Navy discovers 

design issues and experiences cost growth on lead ships that is 
then, yes, fed into its understanding of the remainder of—— 

Mr. GARAMENDI. These three programs are all new ships. Excuse 
me. Each program is a new program. It is a new ship that had not 
previously been in the fleet; is that correct? I think so. I am wrong? 

Mr. O’ROURKE. No, the Fast Response Cutter program is well un-
derway, and so if you were to do a contract for that program, you 
are in the middle of it already. 

Mr. GARAMENDI. I did not communicate well. My apologies. What 
I am saying is that all three of these ships, each one is a new ship 
at its outset. When the contract was let, it was a new ship. Na-
tional Security Cutter had never been built before. 

There are going to be problems. You are going to find out that 
this did not fit. You really did not want it done that way. What you 
really needed was something different. That is kind of like the way 
it is, is it not? 

I guess the point to us is we should expect that to happen with 
the first one off the line. It gets into the water; hopefully it floats, 
and you go from there. Is that more or less correct, Admiral? 

And then you find the problems. You solve it. You figure out the 
solutions to the problems, and then hopefully the next ships coming 
off the line do not have the same problem, correct? 

Admiral VOJVODICH. Yes, sir, there is a great deal of learning 
that goes on in the shipyard. 

Mr. GARAMENDI. In that process. So we might expect for the first 
cutter coming off in any of these three, first ships coming off in any 
of these three different types of ships to have problems, right? 
Wrong? It is going to be perfect? 

Ms. MACKIN. I doubt it will be perfect, but I think this is where 
the commercial shipbuilding best practices could help inform the 
OPC acquisition. They are not the same kind of ships, but the prin-
ciple of building them, the whole mechanical, electrical, the basic 
construction of the ships, there are definitely lessons to be learned 
there. 
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In the commercial world, they deliver a ship that works right off 
the bat, and largely because they make sure that the design is sta-
ble before they begin construction. 

The Navy typically does not do that, and so I think here is an 
opportunity for the Coast Guard to try to get that part right on the 
OPC. 

Mr. GARAMENDI. Very interesting. So you want to know before 
you begin to lay the keel what it is you want it to look like when 
it is completed. Is that what I heard you say? 

Ms. MACKIN. Yes, sir. 
Mr. GARAMENDI. And all of the little elements, including the un-

manned aerial vehicle? 
Ms. MACKIN. Those are additional capabilities. You know, I think 

here we are kind of dealing with a legacy Deepwater issue when 
you talk about the UAS, the cutter boats. The stern doors have 
problems. A lot of this is the way that procurement went. It was 
in a sole source environment. The Government had very little con-
trol over the requirements in those days. 

The Coast Guard obviously has come a long way since then. 
Mr. GARAMENDI. So I think what I am trying to get is a good 

sense of lessons learned, which I think is what we are here for 
today, and the application of those lessons learned to this next 
class of ships. 

Mr. O’ROURKE. One of the oldest lessons in shipbuilding that has 
been learned many times over is to avoid design construction con-
currency, and the Navy has moved in recent years to get away 
from that and to take its designs to a high stage of completion prior 
to starting the construction of the ships, and the degree of comple-
tion of design has been moving upward over time. 

But, yes, that is one of the oldest and most—— 
Mr. GARAMENDI. Now, with that foundation in place I am out of 

time, well out of time, and so I am going to yield back, but I want 
to come back and circle back around as to whether those lessons 
are being applied by the Coast Guard. 

Thank you, Mr. Chairman. 
Mr. HUNTER. Mr. Gibbs from Ohio is recognized. 
Mr. GIBBS. Thank you, Mr. Chairman. 
Admiral, you know, I listened to the testimony from Ms. Mackin 

and Mr. O’Rourke, and I hear a common theme about the pur-
chasing problems. We could save $1 billion if they do purchasing 
differently. That would pay for an icebreaker. I hear about the war-
ranty. I have got a paper in front of me that talks about some of 
the challenges the Coast Guard has had, averages four cracked cyl-
inder heads a year. Then the Coast Guard paid for it. Warranty did 
not pay for it or the manufacturer. Generator bearings, propulsion 
systems, stern doors maybe leak, may cause the boat to capsize. 

I am trying to understand these issues. Why are taxpayers pay-
ing for these fixes? I mean, how do you guys negotiate contracts 
here? I mean, how does this work? 

I think the other two witnesses, the Government Accountability 
Office and the Congressional Research Service are pretty critical 
about the procurement and what is happening. So can you expound 
or enlighten me why this is happening? 
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Admiral VOJVODICH. Yes, sir. Thank you for the opportunity to 
address that. 

The National Security Cutter is obviously a very complex cutter 
derived with many complex systems, and so over time as we learn 
to operate them in the operational environment, we are going to 
encounter issues out there. And so, you know, when those issues 
come up, we engage our technical authority to make sure we un-
derstand the engineering aspect of it. 

We engage the shipbuilder as well as the originating equipment 
manufacturers to understand the solutions. We put plans in place 
whether it is in design or prototypes or optimization studies, and 
we look at mission impact. 

What we have observed with the National Security Cutter, we 
are able to meet mission. We are encountering issues along the 
way, and again, through this whole process of technical authority 
and the shipbuilder, we are addressing those efficiently to make 
sure that we have the best capability that we can provide to our 
operators. 

Mr. GIBBS. So I guess what you are saying is some of this tech-
nology, you are developing it as you are building the ship, and so 
it is not as clear-cut. 

I mean, we are talking about cracked cylinder heads on a diesel 
engine. I mean, I would think I missed something here. 

Admiral VOJVODICH. The application of these technologies in a 
maritime environment in these complex, harsh environments, and 
again, when we looked at the initial design, a crane, a boat launch, 
a certain type of engine that has been used, and then we put it in 
the operator’s hands in terms of how we actually apply and use it 
from a—— 

Mr. GIBBS. Well, let me ask you. OK. So you have a problem. So 
it is the cylinder heads, and you go back to the manufacturer. I 
mean, what kind of discussion do you have about who is respon-
sible? 

Why does it fall on the taxpayers? Do they assume some respon-
sibility for the defect, or do you think it is all because of the stress 
and the pressures that the Coast Guard is putting on these ships? 
It is above the norm? 

Admiral VOJVODICH. In terms of addressing who pays for it de-
pends on the construct of the contract, whether it is in a warranty 
or it is missing a capability that we put on contract. In these par-
ticularities, it depends, sir, and in the case of the engine and the 
cracked cylinder head, I would like to get back to you and provide 
you the accurate detail for that particular case. 

[The information follows:] 

The Coast Guard has been responsible for paying for replacement cylinder 
heads on the propulsion diesel engines. The Coast Guard continues to work 
with the engine manufacturer to study the root cause of these issues and 
is committed to developing an engineering solution to reduce the frequency 
of this repair. 
There have been other component repairs on the propulsion diesel engines, 
separate from the cylinder heads, where the Coast Guard and manufacturer 
have shared costs of failure analyses and repairs, and also situations where 
the manufacturer assumed all costs. In each instance, responsibility for the 
repairs was determined based on the specifics of that situation. 
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Mr. GIBBS. Ms. Mackin, do you want to respond since you talked 
about that this morning? 

Ms. MACKIN. I think generally this is one of the lessons learned 
that we would point to for the OPC. The NSC, the way that pro-
curement was under, you know, the former Deepwater program, it 
did not have a strong warranty provision. It just did not. 

The Fast Response Cutter’s warranty is much stronger, more 
what we would think of as a typical warranty, and as I mentioned, 
that is the same kind of warranty that is planned for the OPC. So 
if that plays out as planned, it should be better at protecting the 
taxpayer investment. 

Mr. O’ROURKE. Could I just add one comment though? 
Mr. GIBBS. Yes, go ahead. 
Mr. O’ROURKE. Warranties are not free. If you tell the contractor 

that he is going to operate with a contract under warranty, he is 
going to price that into the contract. So the idea that you can get 
warranty protection and not have to pay for it, you know, you could 
be deluding yourselves on that. 

It is not a question of avoiding a cost to the taxpayer. It is of bal-
ancing risk and when the taxpayer might pay for it. If you do not 
have a warranty provision, the Government might have a bad sur-
prise down the road and the taxpayer would have to pay for it at 
that point, but if you put the warranty into the contract, the con-
tractor will price that in, and the taxpayer is paying for it along 
the way. There is no bad surprise. 

Mr. GIBBS. No, I would agree with that, but I just want to make 
sure that the Coast Guard is doing their due diligence here to 
make sure that they are not getting taken for a ride. 

Mr. O’ROURKE. But when you weigh the cost of that warranty 
against the risks, it may or may not make sense to have that war-
ranty. 

When you go to a store and you buy some new piece of elec-
tronics equipment, the salesperson says, ‘‘Well, do you want to get 
a warranty on that?’’ 

Now, how many of you have bought that warranty? Probably not 
many because it is priced in a way that it is not actually a good 
deal. So from the Coast Guard’s standpoint, it is a matter of weigh-
ing what the extra cost of that warranty is against the risks and 
the exposure that it has. 

That is not an easy task to do because there is some uncertainty 
involved, but I wanted to make that point because warranties may 
or may not make sense based on how they are priced into the con-
tract. 

Mr. GIBBS. I think that is an excellent point, and I appreciate 
and would agree with that. But I wanted to make sure that there 
should be some responsibility in some instances back on the manu-
facturer when trying to do our due diligence. 

Mr. O’ROURKE. And the Coast Guard needs to address that issue 
with eyes open and take a careful look at it. That is what really 
needs to happen, and then make as informed a decision as you can 
on it. 

Mr. GIBBS. Thank you, Mr. Chairman. 
Mr. HUNTER. I thank the gentleman. 
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I would say, too, just looking at the NSC equipment problems 
that Mr. Gibbs was just nailing off, it looks like three or four of 
those are Coast Guard things, and the rest, the cylinder heads, the 
generator bearings, the propulsion systems, those are not Coast 
Guard-centric, right? I mean, those are just boat things. Those 
have nothing to do with weaponization or launching a UAS or 
launching a small boat off the back. It is not the gantry crane. That 
is none of those things. It is the engines, right? 

Admiral VOJVODICH. Yes, sir. 
Mr. HUNTER. And I would separate. I mean, you can expect to 

have issues with new things like the single point launching for the 
small boats and the crane and the UAS stop and maybe the mod-
ules for weapons, but not the engines. I think that is what is kind 
of surprising to me at least. 

The gentlelady from California is recognized. 
Ms. BROWNLEY. Thank you, Mr. Chairman. 
And I apologize for being late. I was attending another meeting, 

but I am glad to be here as of now. So if my questions are repet-
itive, I apologize. 

But the first question I had had to do with NSC retrofits, and 
I believe, Ms. Mackin, in your testimony you noted that the GAO 
review identified several issues that will require retrofits. 

The Coast Guard plans to maintain the original equipment for 
the production of the remaining NSCs and conduct retrofits after 
accepting delivery. So my question is: does the GAO believe that 
this decision will result in a cost savings for the Coast Guard? 

And how long would the new NSCs be out of service while these 
retrofits are being made? 

Ms. MACKIN. Some of the retrofits have been known for many 
years, for example, the structural enhancements on the first two 
NSCs. I am not sure exactly what the timeframe will be, but I 
would expect many months for those two ships. 

Others like the gantry crane were never intended for a maritime 
environment. So obviously it is experiencing corrosion. That will 
need to be replaced on all the ships, and there are prototypes right 
now, which is one reason they are testing the prototype on the 
third NSC before they go back and do the retrofits. 

Maybe the admiral will have a better idea about how long the 
retrofits will take. 

Ms. BROWNLEY. Can you speak to any cost issues relative to 
that? Is it going to cost more? Will there be cost savings? 

Ms. MACKIN. The Coast Guard estimates a little over $200 mil-
lion for the known retrofits. How that will play out time will tell 
because they have not taken place yet, and some of that will de-
pend on how they contract for these and what that will look like, 
and that is not known at this point. 

Ms. BROWNLEY. Thank you. 
Admiral, thank you for your service. If you have any comments. 

No comment? 
I mean, any terms of downtime with the retrofit, will it impact 

the Coast Guard’s mission readiness at all? 
Admiral VOJVODICH. Ma’am, thank you for the question. When 

we leave the cutter production at the shipyard, we incur costs, and 
sometimes we try to optimize the overall cost in terms of delivering 
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a mission complete cutter. Sometimes it is to our advantage to be 
able to get it out of the shipyard and put it in the hands of our 
sailors to operate it, to understand it, and then we get to pick the 
time and choose the time in between a deployment or an oppor-
tunity to learn more about the cutter to put in those retrofits in 
a place that we could perhaps compete and thoroughly understand 
the design with our technical authorities, as well as any of the 
manufacturers that we are involved with. 

Ms. BROWNLEY. Thank you. 
Ms. Mackin, again, in your testimony you noted that several 

weapons systems and the radar were repaired following initial 
operational test and evaluation, but the post-operational reports in-
dicated persistent problems with these systems. 

So what types of problems do persist? 
Ms. MACKIN. There have been some problems with the combat 

systems suites. The air search radar, for example, has had some 
parts fail, and it is taking some time to get replacement parts from 
overseas. So that is one issue that has been coming up in oper-
ations. 

In the test event itself, some of the weapons systems did not 
function as intended. As I noted, the Coast Guard has plans to fix 
those problems, and we will see how they do in the follow-on test-
ing. 

Ms. BROWNLEY. So would you describe these problems as isolated 
incidences or reoccurring in terms of other cutters and issues? 

Ms. MACKIN. Frankly, until the follow-on testing is complete, 
which as I mentioned will not be until 2017 or later, it is hard to 
answer that question for sure. The Coast Guard will continue, I am 
sure, during operations to get more information, but really that 
operational testing that is very rigorous is the best way to ensure 
that these are not repeatable problems. 

Ms. BROWNLEY. And who are the providers of the parts that are 
late? You said they came from overseas. 

Ms. MACKIN. It is a German firm. I do not recall the name off 
the top of my head. 

Ms. BROWNLEY. Thank you. 
I yield back, Mr. Chairman. 
Mr. HUNTER. Great question there on the end, too. I did not 

know we were buying German stuff with our taxpayer dollars. That 
is good. 

Mr. Sanford, the gentleman from South Carolina is recognized. 
Mr. SANFORD. Thank you, Mr. Chairman. 
Two quick questions. One, we had a brief conversation about 

multiyear contracting and block buy contracting, which is ulti-
mately I guess all about fleet modernization, and what hit me is 
the real next cusp of fleet modernization is really tied to the air. 
You know, vessels are important in terms of patrol, but ultimately 
if you really want to leverage that capacity in terms of intelligence, 
surveillance, reconnaissance, et cetera, you really need to have 
things attached to you that give you a much wider view than a pa-
trol would. 

And yet it seems that the stuff that I have read has suggested 
that we are really behind with Guard unmanned aerial systems on 
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the new National Security Cutters. Bring me up to speed on that. 
Why the lag? 

Because it seems to me if you are really going to leverage tax-
payer dollars, that is a vital way of doing so. 

Admiral VOJVODICH. Sir, thanks for that question. 
So the unmanned aerial system requirement exists in the Na-

tional Security Cutter. We have looked at other solutions in terms 
of optimizing from an affordability perspective in delivering capa-
bility. We are working through a number of options, and one of the 
ones that we want to team up with is making sure that we are ac-
quiring mature technologies that provide some capability, that 
some of the risks are wrung out, if you will. 

So we partnered up with the Navy who has a small UAS pro-
gram that delivers some capability. Right now we are looking at 
the design aspect, integrating with the National Security Cutter, 
and we anticipate in a year or so to be able to deliver some capa-
bility on the National Security Cutter here and test its capability 
accordingly. 

Mr. SANFORD. Yes, ma’am. You had a thought as well? 
Ms. MACKIN. I was just going to note that the UAS capability has 

long been an integral planned part of the NSC’s capability as you 
mentioned, and it has been delayed. It was supposed to be initially 
available in 2007. 

It turned out to be way too expensive and some technology prob-
lems existed there. So the Coast Guard has been studying it for 
many years since then. 

As the admiral noted, it sounds like a small UAS will be avail-
able to be assessed in the follow-on testing. 

Mr. SANFORD. But we still move forward with these vessels, but 
not the part that really leverages the vessels’ capacity. It just 
seems to me we have got a little bit of that backward, but I will 
skip to a second question. 

The GAO report suggested, I guess, the Fast Response Cutter 
and the HC–144 Maritime Patrol Aircraft that the initial testing 
basically said it was not fully operational, and this really goes back 
to my colleague’s point with regard to things going wrong on ships 
and yet full procurement was approved. 

Why would you go forward with something where in essence 
there are bolts in the system that are not working so well, yet you 
are going to go ahead with full production? 

Help me understand that sequencing. 
Admiral VOJVODICH. We follow a very rigorous process to under-

stand what we are acquiring, and so we go through this initial op-
erating, test and evaluation, and we get in our operators’ hands. 
We demonstrate through an independent operational test author-
ity, again, that it is operational, it is suitable, and effective, and 
that allows us to move forward to do mission. It allows us to get 
it into the operator’s hand to be able to do—— 

Mr. SANFORD. So let me just interrupt then. So what you’d say 
is the GAO was off in their report? Because I mean their words 
were that neither asset met all key, ‘‘key’’ in their words, key re-
quirements during initial operational testing. 
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Admiral VOJVODICH. At the high level we are ready to operate. 
There are aspects of the cutter that did not meet some of the test-
ing criteria. 

Mr. SANFORD. So you disagree with their definition of ‘‘key.’’ 
Admiral VOJVODICH. Those are our words. Those are key ele-

ments of the cutter. We have to demonstrate that. We are com-
mitted to complete the testing in the fall, operating test and eval-
uation. 

Mr. SANFORD. I have got 22 seconds. So let me just throw one 
other thought at you and respond as best you can, which is the 
GAO report was also critical with regard to Coast Guard notifying 
Congress of performance breaches. Anything new that the com-
mittee ought to be aware of on that front? 

Ms. MACKIN. We did make a recommendation there largely per-
taining to the guidance of the Department of Homeland Security. 
It was not really clear. If you did not meet a key performance pa-
rameter during the testing, does that mean you are in breach and 
should report to Congress? 

DHS has since, based on our recommendation, revised its guid-
ance to allow for the follow-on testing to prove that those key pa-
rameters can be met before a breach is reported. 

Mr. SANFORD. Thank you very much for your testimony. 
Thank you, Mr. Chairman. 
Mr. HUNTER. I thank the gentleman. 
Mr. Garamendi is recognized. 
[Inaudible.] 
OK. Mr. Graves is recognized. 
Mr. GRAVES OF LOUISIANA. Thank you, Mr. Chairman. 
The acquisition schedule for NSC, FRC, OPC is concerning for a 

number of reasons when you look at the increased mission of the 
Coast Guard, and I think that has come up in several hearings 
that we have had over the last few years. 

Mr. O’Rourke, one thing that the Navy last year retired the USS 
Simpson, which is the last of the Perry-class frigates; those served 
as a law enforcement platform for Coast Guard law enforcement 
detachments for operations particularly in the Caribbean. 

Last year at a hearing Admiral Z noted that he had his eyes, I 
think, on 90 percent of the transit of drugs, but only had the capa-
bilities to address 20 percent. What does the loss of that Perry-class 
platform do to the Coast Guard’s capabilities? 

Mr. O’ROURKE. I think the admiral was better prepared than I 
am to speak to that. I have been at hearings where this issue was 
discussed, and, yes, the shortfall in available cutter hours down in 
the southern region has reduced the fraction of drug interdiction 
warnings that the Coast Guard is actually prepared to act on, and 
they have intelligence that they sometimes cannot act on due to 
lack of assets. 

Mr. GRAVES OF LOUISIANA. Is it safe to say that the acquisition 
schedule for the vessels I mentioned is not meeting demand, I 
guess, for lack of a better term, in regard to the Coast Guard’s mis-
sion? 

Mr. O’ROURKE. In a couple of ways. One is that the total number 
of cutters planned under the Coast Guard’s program of record is 
well short of the number that the Coast Guard has previously cal-
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culated would be needed to fully perform all of the Coast Guard’s 
projected missions in coming years. In fact, the number is about 60 
percent. 

So the program of record would get you about 60 percent of the 
cutters that the Coast Guard feels it will need in future years 
under an earlier calculation to do all of its missions. 

Mr. GRAVES OF LOUISIANA. OK. 
Mr. O’ROURKE. A second way that the schedule is problematic is 

that the speed at which you are bringing on those ships is late 
compared to the end-of-service lives of the older assets they are re-
placing. 

Mr. GRAVES OF LOUISIANA. Sure, sure. OK. 
Mr. O’ROURKE. And that is well established as a function of the 

schedule. 
Mr. GRAVES OF LOUISIANA. Thank you. 
Admiral, switching topics, the inspector general reported that the 

MarAd [Maritime Administration] should maintain an inventory of 
vessels, U.S. vessels that are to be disposed and suggested that 
MarAd work with folks like the Coast Guard to maintain that in-
ventory of vessels. 

Are you aware of any efforts by the Coast Guard to work with 
MarAd to maintain a list of vessels to be disposed for scrapping 
purposes? 

Admiral VOJVODICH. I am not aware of the specific list that you 
refer to with MarAd. We do work with MarAd, but I am not—I do 
not have any knowledge. 

Mr. GRAVES OF LOUISIANA. Would you mind submitting on the 
record just an explanation of efforts by the Coast Guard to work 
with MarAd? 

In that same regard, the Coast Guard vessel Storis was scrapped 
by MarAd, and as I recall, that vessel was scrapped in Mexico, 
which I believe was contrary to U.S. law, which required that 
scrapping efforts take place in the United States. 

Are you aware of any efforts by the Coast Guard to address that 
inconsistency with MarAd? 

Admiral VOJVODICH. I will provide a response for the record. 
[The information follows:] 

MarAd is the program manager regarding scrapping of a variety of 
mothballed ships in the National Defense Reserve Fleet (NDRF). MarAd 
does not provide a list of NDRF vessels to the U.S. Coast Guard that are 
pending scrapping. MarAd does post a list of those vessels available for dis-
posal in our open ship disposal solicitation DTMA–91–Q–2013–0014 posted 
on the Federal Business Opportunity Web site. The Coast Guard has no en-
gagement regarding the selection of ship recycling facilities used by MarAd. 

Mr. GRAVES OF LOUISIANA. Great. Thank you. 
Mr. O’Rourke, one last question. Certainly you are familiar with 

increased activities in the Arctic, and could you just give a quick 
assessment of U.S. ice breaking capabilities compared to some of 
the other Arctic nations? 

Mr. O’ROURKE. Yes. The Coast Guard currently has two oper-
ational polar icebreakers, one heavy polar icebreaker. That is the 
Polar Star, and one medium polar icebreaker. That is the Healy. 

There is one additional heavy polar icebreaker. That is the Polar 
Sea. That ship is nonoperational. So the operational fleet can be 
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characterized as one plus one, one heavy, one medium, and one ad-
ditional heavy in nonoperational status. 

Mr. GRAVES OF LOUISIANA. Do you see those capabilities as being 
sufficient, noting again increased activities in changes in the Arc-
tic? 

Mr. O’ROURKE. What I can tell you is that the Department of 
Homeland Security has issued their own mission need statement. 
That is an official requirement statement expressing the view of 
the Department of Homeland Security, which states that the Coast 
Guard in coming years will potentially need up to three plus three 
polar icebreakers. 

Mr. GRAVES OF LOUISIANA. And you mentioned that is in the 
Homeland Security report. Do you see that mission as solely being 
a Homeland Security or Coast Guard mission, or do you see other 
agencies, again, looking at what other nations are doing; do you see 
other agencies perhaps with the Department of Defense are having 
additional needs outside the scope of that report? 

Mr. O’ROURKE. Oh, it is well established that the Coast Guard 
is operating its polar icebreakers as a national asset that serves 
the needs not only of core Coast Guard missions, but for other 
agencies as well, in particular, the National Science Foundation. A 
lot of what we use our polar icebreakers for is to support scientific 
research activities. 

Mr. GRAVES OF LOUISIANA. What about military defense mis-
sions? Do you see a need there? 

Mr. O’ROURKE. The icebreakers also have requirements under 
our military plans to meet national defense requirements. 

And part of the reason for going up to three plus three poten-
tially is to meet presence requirements for polar icebreakers that 
the Department of Defense has communicated to the Department 
of Homeland Security. 

Mr. GRAVES OF LOUISIANA. Thank you. 
Mr. Chairman, I am going to note that CRS just endorsed your 

bill. 
Thank you. 
Mr. HUNTER. I thank the gentleman. 
Mr. Garamendi is recognized. 
Mr. GARAMENDI. I am trying to figure out how to structure my 

work and in a way that has the maximum potential of resolving 
problems in the two projects that are going forward. 

Ms. Mackin and Mr. O’Rourke, you have done extensive research 
on the problems that exist in the National Security Cutter and the 
OPC. Both the Fast Response Cutter and OPC have work to be 
done, new ships to be built, new contracts to be let. In reviewing 
the testimony and reviewing your work, you have information that 
I think can be put into a checklist, a list of things that need to be 
done to reduce the potential for problems. 

But I do not have a list, nor do I see a list in your testimony. 
I think it would be very, very helpful. I can spend a lot of time ask-
ing questions, and I would probably learn a lot, but it seems to me 
that if we could have the development of a checklist. These are 
things that the Coast Guard should and must do to avoid problems 
that we have seen develop in the previous National Security Cutter 
program or the OPC. 
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Can the two of you, individually or together, develop such a 
checklist? And we can then hold the Coast Guard responsible to ad-
dressing. ‘‘Yep, we did that one. That problem is not going to hap-
pen again because we are paying attention. Maybe we ought to pay 
attention to this one because we have not paid attention to it.’’ 

Is that possible for you guys to do? 
Mr. O’ROURKE. It is not only possible. I have already developed 

a list of well-established lessons in shipbuilding. I am sometimes 
asked for it. I will be happy to provide it for you after the hearing. 

Ms. MACKIN. And for our part, I think in my statement I men-
tioned several items that there are lessons learned from NSC and 
commercial practices that could be applied to OPC. We could pro-
vide that. 

Mr. GARAMENDI. I have noticed it is not to say that you have not 
thought about it because you have, but you know, maybe we can 
just get a little computer file and it says, ‘‘Check this off. Let us 
see. We are going to have some sort of a cannon, and does the Navy 
have that cannon already and can we just use the Naval cannon 
and, by the way, the control system for it and radar systems which 
may be available?’’ 

Anyway, just a checklist, if you could develop that, that would 
certainly be useful to me and save probably a whole round of ques-
tions as I pursue trying to figure it out. 

So I am asking for it from both of you, and if you want to work 
together that would be OK, too. 

Ms. MACKIN. OK. 
Mr. GARAMENDI. Thank you very much. 
And with that I yield back. 
Mr. HUNTER. I thank the gentleman. 
OK. Now it is just you and me. Let us go back, multiyear pro-

curement, block buy contracting, advanced procurement. Admiral, 
what does the Coast Guard have the statutory ability to do out of 
those three, if any? 

Admiral VOJVODICH. Mr. Chairman, we have authority through 
title 10 to be able to do a multiyear procurement. We understand 
the benefits of that in terms of once we have a stable design, en-
during need, and a good understanding of the cost. Those are great 
criteria to use. 

We are also looking at potential downside. It does commit the 
Government well in advance of the year of appropriation in terms 
of things that we are going to buy, and so the downside is that if 
we are not able to meet that obligation, there could be a real down-
side in that contract in terms of not providing the expected funding 
for the multiyear buy. 

Mr. HUNTER. But that is not your job. That is our job. 
Admiral VOJVODICH. Yes, sir. Right. 
Mr. HUNTER. So you have the statutory ability to do advanced 

procurement. 
Admiral VOJVODICH. Yes, sir, advanced procurement, yes, sir. 
Mr. HUNTER. And multiyear. 
Admiral VOJVODICH. Multiyear procurement, yes, sir. 
Mr. HUNTER. Have you ever used multiyear procurement? 
Admiral VOJVODICH. I have not. I will have to go back in the ar-

chives and research that. 

VerDate Aug 31 2005 11:44 May 01, 2017 Jkt 000000 PO 00000 Frm 00030 Fmt 6633 Sfmt 6633 P:\HEARINGS\114\CG&JOI~1\2-3-16~1\98459.TXT JEAN



21 

Mr. HUNTER. Well, we have the research right over here. 
Have they ever used multiyear procurement? 
Mr. O’ROURKE. I am not aware of the Coast Guard having used 

it in the past. I cannot prove a negative on it, but in the years that 
I have been here I have not seen it. 

Mr. HUNTER. So I guess that leads to you already have the statu-
tory ability to do multiyear procurement, which you could have 
done with the FRCs and did not do. You could have done it with 
the NSC. You did not do it. 

Did you use advanced procurement? Advanced procurement I am 
guessing is the batch buys, or is that buying stuff for the one ves-
sel? 

Admiral VOJVODICH. We buy long lead time material that is in 
front of what is going to come in product. 

Mr. HUNTER. That is per one vessel, right? 
Admiral VOJVODICH. That is per one or a number of vessels that 

might be coming up in that production cycle within that particular 
fiscal year. 

Mr. O’ROURKE. Right. That is only for 1 year’s worth of procure-
ment. 

Mr. HUNTER. OK. 
Mr. O’ROURKE. Either the ship or the multiple ships being pro-

cured that year, and that helps to optimize the construction sched-
ule just for those ships, but that is still implementing annual con-
tracting. 

Mr. HUNTER. So Mr. O’Rourke says you could have saved $1 bil-
lion, could have saved, not can still save, but could have saved with 
the NSC. 

Mr. O’ROURKE. The savings in my testimony are all future sav-
ings out there that could be realized. We missed opportunities for 
doing that with the National Security Cutter and the first 36 ships 
in the Fast Response Cutter program. 

Mr. HUNTER. OK. So why not do it? If the Coast Guard has the 
ability to do it, why didn’t the Coast Guard do it? 

Why not save $1 billion? 
Admiral VOJVODICH. We chose a contract strategy that encour-

aged options, sir. We can look at that further. We will have to work 
with the Department administration to really understand the up-
side and the downside of that, but we are willing to take another 
look at that. 

Mr. HUNTER. Well, let me ask you this, Ms. Mackin and Mr. 
O’Rourke. When it comes to the Coast Guard then and the admin-
istration, where does OMB play in terms of what the Coast Guard 
can do, meaning what type of contracting strategies they can use? 

Do they have a play in it? I mean, how does the administration 
play in terms of what their strategies are for contracting future 
ships? 

Mr. O’ROURKE. In general, my understanding is that OMB can 
give directions to agencies regarding the ways in which it can carry 
its programs forward. Now, what OMB may or may not have said 
about the use of multiyear procedure or block buy contracting for 
these programs I do not know, but as a general issue, OMB can 
issue instructions to executive branch agencies, guidance if you 
will, for how programs are to be executed. 
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Mr. HUNTER. Ms. Mackin? 
Ms. MACKIN. All I would say is for the National Security Cutter, 

I am not sure that would have been a good approach because the 
requirements were not stable. We are still seeing problems now. 
The first two ships are going to have to go through these structural 
enhancements. They are not representative of the rest of the ships, 
and so I think, again, not that it is a bad idea, not that it cannot 
save money, it is just that, as the admiral mentioned, it needs to 
be carefully considered. 

Mr. HUNTER. And the one example, the LCS is a horrible ship, 
ships, right? The requirements were not set for and now they are 
lowering the number of LCS they are going to make in the future 
because they realize it was not the right ship. They just wanted to 
get numbers, et cetera, and all of the problems that they had. 

I am look at one of the big retrofits. It is like $80 million for the 
C4ISR [command, control, communications, computers, intelligence, 
surveillance and reconnaissance] in the NSC. Why are things like 
that not simply taken from the Navy? It is not like the Coast 
Guard has to do special things that are tens of billions of dollars 
Navy budgeting has not already had to look at, in terms of weap-
ons systems, C4ISR, radar, UAS. 

You already talked about piggybacking with the Navy on UAS, 
thank God. Why the C4ISR retrofit? Why would the Coast Guard 
possibly need their own type of C4ISR modules or platform? There 
is no way it is more all-encompassing than what the Navy has. 
There is no way. 

Ms. MACKIN. One thing I would offer, and the admiral can weigh 
in, is this, again, is a legacy Deepwater issue. The original C4ISR 
was an ICGS, Integrated Coast Guard Systems, a contractor sys-
tem, very proprietary. 

Mr. HUNTER. But why would the Coast Guard want to do that 
even then? I mean why would you have people in the Coast Guard 
say, ‘‘Let us develop our brandnew system that is probably much 
more limited than what the Navy has anyway, but let us do it all 
for us’’? 

Why would they decide that, even with the flawed Deepwater 
system, a program that was flawed for other reasons? 

Who in the Coast Guard would say it is a great idea for us to 
develop our own multimillion-dollar communication C4ISR plat-
form? 

Ms. MACKIN. That was inherent in the Deepwater strategy. The 
contractor said, ‘‘Here it is,’’ and frankly, the Government did not 
have adequate insight into the requirements, and the contractor 
made that call and so now the Coast Guard is opening up, opening 
up the architecture and implementing actually a very more cost-ef-
fective C4ISR system. 

Mr. O’ROURKE. Mr. Chairman, if I could go back to your earlier 
question about the missed opportunity on the National Security 
Cutter, Ms. Mackin is right, of course, that there were problems 
with the design of that ship, but one of the statutory requirements 
for using multiyear procurement is that the item being procured 
has to have a stable design. 
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In shipbuilding programs, stable design is demonstrated by com-
pleting the construction of the first ship in class and putting it 
through its initial testing to show that there are no problems. 

At that point, once those problems had been identified and, in 
fact, they were cranked into later ships in the NSC, you had a de-
sign that might then have met the statutory requirement for stable 
design, and the follow-on ships in the program could have been 
pursued under multiyear procurement. 

So it is correct that you do not want to do this if you think that 
the design is not stable, but as you review the schedule of how 
these events transpired, multiyear procurement is never used on a 
lead ship anyway because of the requirement for stable design. It 
was a question of whether the program was ready for multiyear 
procurement for the follow-on ships in the class, and that is a ques-
tion that people could have looked at and decided, well, yeah, it 
might have been. 

Mr. HUNTER. I am not clear on that. On the NSC when you had 
some testing done, you had the first couple of ships done, were the 
problems that we are looking at, and we are looking at this. We 
already got this, but this is a nice, little page that has a lot of the 
issues, right? 

These were not recognized right away? No one realized that 
there were issues until the fourth ship, fifth ship? At what point 
did you realize there were some issues? 

Admiral VOJVODICH. Sir, some of those issues were revealed dur-
ing operational test and evaluation through the test event. 

Mr. HUNTER. Oh, the first ship? 
Admiral VOJVODICH. In this particular case we used a third ship 

to demonstrate. 
Mr. HUNTER. But the first ship was working well or these same 

issues were on the first ship as well? 
Admiral VOJVODICH. Not that I know of, but I can get back to 

you. If there is a lineage that we can provide, we certainly will do 
that. 

A number of those items, sir, if we leverage a Navy program of 
record like you just commented, that we need a weapons system 
and we need a particular sensor system; we leveraged the Navy on 
a number of those things outlined, and we will follow the Navy’s 
priorities and look to them to, you know, help us develop those so-
lutions and implementation. 

And then over time as we get smarter and better users, we have 
brought more cutters, and we have more sailors that are accus-
tomed to using the equipment. You know, we will become better 
and more proficient with the usage of the system. 

Mr. HUNTER. I still do not understand that. OK. So you have one 
NSC goes into the water and people start operating it and it goes 
and does its thing. There are no issues there. 

The second NSC jumps in the water. It goes out and starts being 
tested, and it is used operationally while it is being evaluated, and 
no problems there. Nothing changes. 

You built the third NSC, put it in the water, and you have all 
of a sudden realized all of these different issues on the third one 
that no one saw on the first one or second one? 
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Admiral VOJVODICH. The third one was our opportunity to really 
have the capability that is reflective. So Ms. Mackin alluded to the 
changes—— 

Mr. HUNTER. Can you explain that though? Why is number 3 the 
charm? Why could you not recognize the operational capability of 
the first or second ones? 

I mean, why did you have to wait until number 3 to really delve 
into it? I am just not understanding. 

Admiral VOJVODICH. I would like to get you a finer detail for the 
record sir, for that one. 

Mr. HUNTER. No, no, just tell me how. I do not need fine detail. 
Why is it boat number 3 is the one that we started recognizing 
issues and not the first one? 

I am not trying to get you. I just do not understand. 
Admiral VOJVODICH. Right. So that is the one that we said that 

is the one that we will have crews on it that is going to be indic-
ative of future National Security Cutters. We want that one to be 
tested because that is going to demonstrate the initial operating ca-
pability. 

Mr. HUNTER. Did you dramatically change design after the first 
two on the third one? 

Admiral VOJVODICH. We did, and I will have to give you a level 
of detail on that, sir. 

[The information follows:] 

The third NSC, USCGC Stratton, was chosen for Initial Operational Test 
and Evaluation (IOT&E) because it was the first cutter considered rep-
resentative of the fleet for the foreseeable future. That is to say Stratton’s 
fundamental characteristics and capabilities represent that which is in-
tended for all NSCs. 
As it relates to the first two NSCs (Bertholf and Waesche), there were two 
compelling reasons why the Coast Guard, Department, and the Navy’s 
Commander Operational Test and Evaluation Force (COMOPTEVFOR) 
chose not to use them for IOT&E: 
1. Cutter boat handling systems: Based on operational feedback from the 

first two NSCs, an improvement was needed for these systems. This in-
cluded the original overhead gantry crane on the stern of the ship and 
the single-point davit on the starboard side of the ship. The overhead 
gantry crane was replaced with three folding boom cranes and the side 
davit was replaced with a new davit system offering improved control 
and handling during boat launch and recovery. These were first installed 
and tested on Stratton. To maximize the benefits of, and document best 
practices during formal testing, it was determined that the new cutter 
boat handling systems should be tested in IOT&E, and therefore Strat-
ton was selected. The cutter boat handling systems for Bertholf and 
Waesche will be upgraded during their respective structural enhance-
ment periods. 

2. Structural enhancements: Neither Bertholf nor Waesche had undergone 
the structural enhancement to ensure at least a 30-year fatigue life of 
the ship’s structure. These two cutters were too far along in construction 
to incorporate the structural enhancements during construction without 
incurring inordinate contract cost and schedule impacts. Although not a 
disabling impediment to testing, structural differences between Stratton 
and the first two NSCs were considered relevant to ensure IOT&E re-
sults were most representative of the end-state fleet. 

Mr. HUNTER. OK. And how many of these were built with the 
Deepwater boondoggle? How many NSCs were built under the 
Deepwater plan? 
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Mr. O’ROURKE. Well, the Coast Guard transitioned out of Deep-
water in 2007, and that transition was phased with the completion 
of contracts that were legacies coming out of that period. I do not 
know what the exact cutoff point was, but this is now a nine-ship 
program, and at some point most or all of the significant design 
issues with that class became known, and any ships procured after 
that point might have been considered candidates for multiyear 
procurement or block buy contracting. 

The prices we paid for those ships suffered for a number of rea-
sons. One is the general Deepwater contracting environment that 
Ms. Mackin mentioned, but there were two others. One is that the 
intervals that we had for procuring these ships were not regular 
and even. So the shipyard did not have a steady drumbeat. 

And the third was that the final ships in the program were not 
done under a form of multiyear contracting. 

These are all ways in which those ships turned out to be more 
expensive than they might have been. 

Mr. HUNTER. Admiral, do you agree with that? Do you agree that 
multiyear procurement and block buy contracting can save money? 

I mean, obviously it is not going to work if your first two ships 
are not really what you wanted in the first place, where you have 
actually changed so much design on the third one that it is the real 
ship that you are going to test against, but if you were going to do 
it the way that the Navy does it, meaning the right way, building, 
have all the lead time materials, do it right, do all your testing on 
that one ship, and then be able to do multiyear going out, does the 
Coast Guard have an issue with that? 

Do you think that that would save you money? 
Admiral VOJVODICH. We would have to look at it a lot closer, sir. 

We would absolutely love to—— 
Mr. HUNTER. Well, I am asking you. You do not have to look at 

it closer because in general does contracting ships like the Navy 
does it, especially when you only have really three or four types of 
ships in the entire Coast Guard, it is not too complicated, right? 

Do you think that that would save the Coast Guard money? 
Admiral VOJVODICH. As we indicate here, if we have a stable de-

sign, we have an enduring need, where the costs are well, well un-
derstood, the applicability of the multiyear procurement has some 
merits, and we will take that back for a high-level consultation. 

Mr. HUNTER. Do you disagree with Mr. O’Rourke that it will save 
you $1 billion in the NSC? 

Admiral VOJVODICH. I would have to look at that closer, sir. 
Mr. HUNTER. OK. Do you disagree that you would save $100 mil-

lion with the FRC? 
Admiral VOJVODICH. Again, in the application of that particular 

strategy in terms of what we have here, I would have to look at 
it a lot closer. 

Mr. HUNTER. OK. When the Navy went to block buys and 
multiyear procurement, did they just do it on one design and did 
they pick that ship design on purpose to do this on, or was it more 
of a ‘‘we can use this in any kind of ship class; let us just jump 
into it’’? 

I mean, how did the Navy decide to do it and was there anything 
special about when they decided to do it and on what type of ship? 
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Mr. O’ROURKE. The Navy decides its contracting strategies on a 
program-by-program basis, but I think there was a general atmos-
phere within the Navy in recent years that these contracting mech-
anisms made sense to them, and they began to use them more ex-
tensively. 

I think it is important to note that all three of the Navy’s year- 
to-year shipbuilding programs where you get a ship of that kind 
every year, year after year, all three of them, the Virginia-class at-
tack submarine, the DDG–51, and the Littoral Combat Ship, are 
now under multiyear contracting, and collectively those ships rep-
resent more than two-thirds of all the ships in the Navy’s 5-year 
shipbuilding plan. That is how extensively the Navy is using this. 

And in terms of savings, if you looked at the last DDG–51 
multiyear, the savings on that were estimated at $1.3 billion or 
$1.4 billion, and if you look at the last Virginia-class attack sub-
marine multiyear, the savings on that were estimated in the range 
of $3 billion to $4 billion. 

So just on those two instances of multiyear procurement con-
tracting, the Navy saved more than $4 billion. 

Mr. HUNTER. Has the Coast Guard looked at what class of ship 
would best fit the multiyear procurement contracting scheme? 

Admiral VOJVODICH. Well, we read Mr. O’Rourke’s report. We 
understand the utility of a multiyear strategy. We have considered 
it, and we have chosen the acquisition strategy that we are on 
right now. 

Mr. HUNTER. When you do multiyear procurement, do you need 
us in this committee to authorize it? 

Mr. O’ROURKE. Yes, multiyear contracts, more than a certain 
value, and these would be more than that threshold value, would 
need—— 

Mr. HUNTER. But does it have the statutory ability right now to 
do multiyear procurement? 

Mr. O’ROURKE. They have a statutory framework in which the 
Services can conduct multiyear procurement, and that framework 
requires approval by Congress on a case-by-case basis for each pro-
gram. 

Block buy contracting has no title 10 or permanent statutory 
framework, and so in the instances where Congress has provided 
that for the Navy, they have done it through specific legislation. In 
one time they did it in an NDAA [National Defense Authorization 
Act], and in another time they did it in an appropriations bill. 

Mr. HUNTER. So it would be the Appropriations Committee or the 
authorizing committee can both grant that authority? 

Mr. O’ROURKE. Based on the precedent of the two block buy con-
tracts for Virginia-class and Littoral Combat Ship, it appears that 
the authority can be provided through a single act that can be ei-
ther a National Defense Authorization Act or an Appropriations 
Act. 

Mr. HUNTER. Say that the Navy did not want to do it. Say that 
the Navy was like the Coast Guard and we do not want to save 
billions of dollars. We just want to spend money. 

That is not fair, but I am kind of exaggerating. 
Can Congress make them do it? 
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Mr. O’ROURKE. The authorities that were granted for Virginia- 
class and LCS allowed the Navy to do it. They did not mandate, 
but it may be that you can write the language so that it mandates 
the use. 

For example, the Appropriations Committees in the past have 
said that the Navy will contract for the ship. It was an amphibious 
assault ship, which shall be funded on an incremental basis. And 
that is incremental funding, which is different from what we are 
talking about here. 

But the use of the ‘‘shall’’ language mandated that to the Navy 
as the way that the ship would be funded in coming fiscal years. 
And based on that precedent you might imagine that language for 
block buy contracting can use the ‘‘shall’’ language and not simply 
to say that the Coast Guard may contract or may do this. 

Mr. HUNTER. So the one last thing, I am not understanding that. 
How do you see it, and, Admiral, we will start with you; how do 
you see the Coast Guard? Let us just talk about buying ships. How 
is the Coast Guard different from the Navy? 

Now, I do not mean in what size of ship, but in the way that you 
acquire them, why should the Coast Guard be contracting dif-
ferently than the Navy? 

Admiral VOJVODICH. Mr. Chairman, fundamentally we acquire 
and build ships very similarly. We use some of the same facilities 
that the Navy does. There are a level of requirements that might 
be different that might change the approach or the testing or the 
scrutiny of the hardening of the various ships, but fundamentally, 
you need steel. You need a shipyard. You need a lift. You need pro-
ficient workers to put it all together, and so there are some aspects 
that are exactly the same. 

There are other ones that are some nuances that we would have 
to look at closely, but those probably are on a case-by-case basis. 

Mr. HUNTER. Ms. Mackin, why should the Coast Guard ship ac-
quisition be treated differently than the Navy? 

Ms. MACKIN. I think there is one thing that has not been men-
tioned in this discussion and that is the contract type of the ships. 
The Fast Response Cutter was firm-fixed-price, and that is con-
sistent with commercial best practices. That is the price is nailed 
down, and that is one reason they could negotiate a very strong 
warranty. 

I believe the plan for the Offshore Patrol Cutter is to transition 
to firm-fixed-price at some point in time as well. 

So block buy is one thing to look at, but contract type can also 
be a way to save a significant amount of money. 

Mr. O’ROURKE. But the statute that regulates multiyear procure-
ment requires that multiyear procurement contracts be fixed-price 
contracts, and the block buy contracts that are being done for the 
Littoral Combat Ship program are also fixed-price type contracts. 

Ms. MACKIN. They are fixed-price incentive (firm target), which 
is a little different than firm-fixed-price. 

Mr. HUNTER. But again, why should the Coast Guard acquisition 
be treated differently than the Navy? 

Ms. MACKIN. I mean, that is a contracting officer’s call in large 
part. There are lots of factors to consider. I am just offering the 
contract type is one very important component. 
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Why the Coast Guard did not consider block buy for the Fast Re-
sponse Cutter, I do not know the answer to that. 

Mr. HUNTER. Admiral? We can get it right now, Ms. Mackin. 
Admiral VOJVODICH. For the OPC that is absolutely considered, 

but the path that we chose is not a multiyear procurement. I would 
be happy to take a closer look at the merits and the risks associ-
ated with that and provide a more thorough response. We would 
have to work with the Department and administration and make 
sure that we collectively understand the approach, and I am happy 
to follow up with you at some point, sir. 

Mr. HUNTER. Admiral, here is what I am not understanding. If 
you build one or two ships, whether it is an FRC or the OPC, and 
you look at it and you test it and you evaluate it and you find prob-
lems and you then fix your problems, what is the downside with 
doing a multiyear procurement? 

What is the downside, if any? If you have a design that is not 
flawed like the NSCs that we discovered on ship 3, if your design 
is good and your ship is good and your requirements are firm and 
set and fixed, what is the downside? I am not getting it. 

Admiral VOJVODICH. And I understand. Based on my under-
standing the downside is that if we are unable to not meet that fu-
ture year commitment—— 

Mr. HUNTER. But that is not your problem. 
Admiral VOJVODICH. I understand. 
Mr. HUNTER. So what is the downside to the Coast Guard? Why 

would the Coast Guard not want to do that? 
Ms. MACKIN. Can I make an observation? 
Mr. HUNTER. Yes. 
Ms. MACKIN. The FRC had its initial operational test and evalua-

tion and only one of its key performance parameters was even par-
tially met. So it is not proven yet. It still has—— 

Mr. HUNTER. So you are say only one out of a bunch. 
Ms. MACKIN. Out of six. 
Mr. HUNTER. Was partially met. 
Ms. MACKIN. Was partially met, and so they are going to have 

the follow-on operational test beginning this fall, just like the NSC. 
So—— 

Mr. HUNTER. How many FRCs have been built now? Anybody? 
John might know? 

Mr. O’ROURKE. Well, there are 14 or 15 of the FRCs in operation. 
Admiral VOJVODICH. Commissioned number 15 a week or so ago 

and deliver number 16 at the end of the calendar year. 
Mr. HUNTER. And so is that normal to build that many when the 

operational requirements, whatever check boxes you have, are not 
met? 

Ms. MACKIN. It was a fast-paced procurement. I would not say 
that is consistent with best practices because they still have to go 
through the follow-on testing and prove that they can meet those 
key performance parameters. 

Mr. O’ROURKE. Right, but the issue is that even with the defi-
ciencies that have been discovered through initial testing, the 
Coast Guard’s intention is still to continue getting the ships. 

So the question is: if you are still going to continue getting the 
ships, does it make sense to continue doing it under a contract with 
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options which operates closer to being a form of annual contracting 
or under block buy? 

Mr. HUNTER. Mr. Graves is recognized for 5 minutes. Sorry about 
that. 

Mr. GRAVES OF LOUISIANA. Yeah, that is all right. I mean, I am 
enjoying it. 

To somewhat channel the chairman’s frustration, you know there 
are two key things obviously that are, I think, his frustrations and 
ones that we share. One is that looking back over the last several 
years, certainly I think one can make a strong case for perhaps 
some taxpayer dollars not being used as wisely as they could have 
been on the acquisition, and something that is very important to 
me personally and I know the chairman shares it is the lack of ca-
pabilities. 

I made reference earlier to Admiral Z’s statement that eyes are 
on 90 percent of the drug trafficking shipments, yet capabilities 
only respond to 20 percent of them. 

I think when you look across the Coast Guard’s mission, which 
has expanded significantly over the last several years, the demand 
for the Coast Guard, the demand for the Coast Guard to have 
greater capabilities is significant, yet this acquisition schedule is 
continuing to drag on and, I think provide readiness issues that are 
not just limited to the Coast Guard but also transcends over to 
some of the support for Navy and other capabilities that are impor-
tant for this Nation. 

So looking back, we can talk about Deepwater. We can talk about 
NSC, FRC, whatever you want, but let us look forward for a 
minute. Looking at OPC, can you talk about some of the lessons 
learned that you were applying to that acquisition strategy that 
will ensure, again, fair use of taxpayer dollars, and ensure that we 
are delivering solid equipment within an appropriate amount of 
time? 

Admiral VOJVODICH. Yes, I would be happy to. I appreciate the 
opportunity. 

The key to all of this is to make sure that we have well under-
stood, stable requirements that have been vetted throughout the 
Service with industry to make sure they understand it very well. 
It allowed us to have the conversation to understand where the 
cost drivers are, if you will, and to be able to address that, to make 
those appropriate adjustments. 

We are using competition to the fullest, and we are also using 
fixed-price contracting throughout the acquisition, which is at 
times very difficult in a large ship buy because there are a lot of 
unknowns in the design. So right now we are in a limited competi-
tion, if you will, so they can mature their designs to be able to 
make a submission that is going to be a fixed-price environment as 
we move forward. 

In terms of the testing, we absolutely learn from the testing over 
time. We are going to test on the first article for the OPC. We have 
learned that that involvement with test is very important. 

We have involved the testers from both the Department and our 
operational test authority early in that development so they can 
help us make sure that the things that we put in the requirement 
are testable and it is well understood. So a lot of things that were 
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developed many years ago were unclear, and so even when we have 
these test events, we are sometimes not quite talking on the same 
sheet of music. 

And so those are the kinds of things that we are resolving, and 
we are clearly moving forward with a lot of lessons learned into the 
strategy for the Offshore Patrol Cutter. 

Mr. GRAVES OF LOUISIANA. Admiral, thank you. In closing I just 
want to make note that, you know, you have got a great group of 
Coasties out there, and there is increasing demand upon their serv-
ices and mission requirements and making sure that we get the 
equipment out there to them that they need as soon as possible. 

I think it is critical, and again, we do not need to go through the 
entire list of drug alien interdictions and many, many other things 
that you do, but looking back over the history, I know that there 
are a lot of mistakes that you guys are trying to make up for right 
now. 

I just want to encourage you. You know, the Navy obviously, as 
the chairman pointed out, has some acquisition strategies that may 
be applicable in this case, but most importantly we have got to get 
this equipment out there as quickly as we can and make sure that 
we are respectful of taxpayer dollars moving forward. 

Thank you. I yield back, Mr. Chairman. 
Mr. HUNTER. I thank the gentleman. 
I have one last question. If the Coast Guard decided to do a 

multiyear procurement for the OPCs and the rest of the FRCs, do 
you have the authority to do that or do you have to get approval 
from the Department of Homeland Security or the administration? 

Admiral VOJVODICH. Mr. Chairman, I would like to take that 
back for the record. I will need to understand thoroughly what our 
options are with that strategy. 

I understand at a high level what a multiprocurement strategy 
will allow. I know it was considered, but it sounds like you want 
me to take it to the next level, and I will thoroughly understand 
that. 

Mr. HUNTER. I just looked at the bill we passed last year, the 
Coast Guard bill, and we grant you statutory authority for the 
OPCs to have multiyear procurement done on those. 

So my question is though you obviously looked at that, and you 
have seen that. So do you have the authority, does the Coast Guard 
have the authority to do that if they want to? 

Admiral VOJVODICH. I would like to take that one back for the 
record and make sure I thoroughly understand and provide you the 
best answer possible with that. 

[The information follows:] 

Multiyear Procurement (MYP) Contracting: The Coast Guard has con-
sidered multiyear procurement (MYP) contracting to acquire new assets; 
most recently the Coast Guard evaluated this strategy while planning for 
the Offshore Patrol Cutter. This contracting approach provides stability and 
promotes efficiencies which are more difficult to achieve when utilizing an-
nual contracting mechanisms. 
MYP contracting provides an opportunity to generate savings through eco-
nomic order quantities for materials and equipment, as well as improved 
production efficiencies and shipyard learning associated with construction 
stability. MYP contracting is also beneficial for shipyard material and labor 
cost management. Optimally phased and stable production schedules estab-
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lish the best scenario for shipyard learning, leading to reduced labor costs. 
In addition, multiple ship sets of supplies and materials may be procured 
at reduced costs due to quantity buys. 
MYP contracting does introduce some risk if subsequent years’ funding 
were not available. In such circumstances the Coast Guard would be re-
quired to renegotiate or terminate the contract likely requiring the Govern-
ment to pay a cancellation fee. Renegotiating the contract would also have 
a negative financial impact, and therefore one potential disadvantage of 
using MYP is that it can reduce the flexibility to make changes in future 
years. 
The Coast Guard has standing authority to enter into a multiyear contract 
under 10 U.S.C. 2306(b). In order to qualify, the Coast Guard must show 
the following: 
• Significant savings. The program must demonstrate that a MYP con-

tract would result in ‘‘significant savings’’ compared with annual con-
tracting. 

• Realistic cost estimates. The program’s estimates of the cost of the 
MYP contract and the anticipated savings must be realistic. 

• Stable need for the items. The program must expect its minimum need 
for the items will remain substantially unchanged during the contract in 
terms of production rate, procurement rate, and total quantities. 

• Stable funding request for the items. There must be a reasonable ex-
pectation that the program will request annual funding for the contract 
at a level required to avoid contract cancellation. 

• Stable design for the items. The design for the items to be acquired 
must be stable, and the technical risks associated with the items must 
not be excessive. 

Block Buy Contracting: Like multiyear procurement, block buy con-
tracting may provide an opportunity to generate savings through economic 
order quantities for materials and equipment, as well as improved produc-
tion efficiencies and shipyard learning associated with construction sta-
bility. While Congress has provided the Coast Guard, the other armed serv-
ices and NASA standing authority for multiyear procurement under 10 
U.S.C. 2306(b), there is no similar general authority for block buy con-
tracting. Congress has provided limited authority in specific instances to 
the Navy to use block buy contracting to acquire Virginia-class attack sub-
marines and Littoral Combat Ships; however, no similar authority has ever 
been enacted for a Coast Guard acquisition program. 
The Coast Guard has been responsible for paying for replacement cylinder 
heads on the propulsion diesel engines. The Coast Guard continues to work 
with the engine manufacturer to study the root cause of these issues and 
is committed to developing an engineering solution to reduce the frequency 
of this repair. 
There have been other component repairs on the propulsion diesel engines, 
separate from the cylinder heads, where the Coast Guard and manufacturer 
have shared costs of failure analyses and repairs, and also situations where 
the manufacturer assumed all costs. In each instance, responsibility for the 
repairs was determined based on the specifics of that situation. 

Mr. HUNTER. Ms. Mackin, do you know if the Coast Guard has 
the authority if they choose to go multiyear after being granted the 
authority to do so by this committee? 

Ms. MACKIN. I have not looked into that. 
Mr. HUNTER. Mr. O’Rourke. 
Mr. O’ROURKE. Statutory authority versus direction that the 

Coast Guard may receive within the executive branch. As a matter 
of statutory authority, the Coast Guard has the authority to use 
multiyear procurement under title 10, 2306(d), and that is the law 
that governs multiyear procurement and establishes the statutory 
framework for conducting it. 

It states explicitly that the Coast Guard is among the Services 
that can use it. That same law states that to use multiyear pro-
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curement for a contract with a value above a certain level, you 
need to get congressional approval for each case in an Appropria-
tions Act and a bill other than an Appropriations Act, which is 
typically an authorization act. 

That is all part of the legislative framework for multiyear pro-
curement. 

For using block buy authority, block buy does not have a statu-
tory framework. It just happens through specific legislation that 
Congress grants to the Service in question, and based on the two 
precedents of Virginia-class and Littoral Combat Ships, that can be 
a single provision in an authorization bill or a single provision in 
an Appropriations Act. 

Mr. HUNTER. All right. 
Mr. O’ROURKE. Now, none of that speaks to then the direction 

that the Service gets within the executive branch from its superi-
ors, but as a matter of statutory authority, that is where we are. 

Mr. HUNTER. All right. I think that that is all I have got. I do 
not think there is anybody else here. 

Thank you very much for kind of getting deep into the weeds on 
this stuff. That is what we have to do in the end. We want to make 
the best decision possible. We want to save lots of money so we can 
buy other stuff, in general. 

So thank you very much for your testimony. 
With that our hearing is adjourned. 
[Whereupon, at 11:33 a.m., the subcommittee was adjourned.] 
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